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43*: TEGUCIGALPA 3755 

1. SUMMARY AND CONCLUSIONS - FAILURE TO PARTICIPATE IN CA INTEGR- 
ATION CAUSES INCREASING ECONOMIC PRESSURJION HONDURAS, ACCORDING 
TO MINECON. THUS, FOREIGN AID EXPENDITURES MAY BE OFFSET OR NEGATED 
BY DAMAGING EFFECTS OF EL SALVADOR HONDURAS DISPUTE. THEREFORE, 
OUTSIDE PARTIES PROMOTING DEVELOPMENT MIGHT CONSIDER MORE FORCE- 
FUL ROLE IN ENDING IMPASSE. END SUMMARY. 

2. ACCORDING TO AN EFE (SPANISH NEWS AGENCY) DESPATCH DATED 
AUGUST 29, HONDURAN MINISTER OF ECONOMY SAN MARTIN INDICATED 
THERE WERE "STRONG ECONOMIC PRESSURES" ON HIS GOVERNMENT TO 
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SETTLE ITS DIFFERENCES WITH EL SALVADOR, IN ORDER THAT THE 
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PROCESS OF CENTRAL AMERICAN INTEGRATION MIGHT MOVE FORWARD. 

3. SAN MERTIN MADE THE STATEMENT ON HIS RETURN FORM PANAMA, 

WHERE HE PARTICIPATED WITH OTHER CA MINECONS AND REPRESENTATIVES 
OF CA INTEGRATION INSTITUTIONS IN A MEETING WITH IDB AND 
VENEZUELAN OFFICIALS. INCLUDING ORTIZ MENA AND CUERO MORALES. 

THE MINISTERS AND THE IDB AND GOV OFFICIALS REPORTEDLY 

EXAMINED SEVERAL PROJECTS AND FORMULAS TO UTILIZE NEW DEVELOPMENT 
RESOURCES. 

4. ACCOGUING TO SAN MARTIN, THE LENDING INSTITUTIONS DECIDED 
TO DIRECT ALL THEIRSSUPPORT TO THOSE ECONOMIC AND SOCIAL 
PROJECTS HAVING A REGIONAL INTEGRATION CONTENT. HE NOTED THAT 
THIS DECISION PLACED GREAT PRESSURE ON HONDURAS AND EL SALVADOR 
TO SETTLE THEIR DIFFERENCES AS SOON AS POSSIBLE. HE SAID HIS 
COUNTRY FELT MORE EACH DAY THE WEIGHT OF ECONOMIC PRESSURES 
WHICH ARE MAKING IT NECESSARY TO ACHIEVE A SETTLEMENT WITH EL 
SALVADOR. 

5. SAN MARTIN AFFIRMED, HOWEVER, THAT HONDURAS WOULD INSIST 
ON MARKING THE FRONTIER BEFORE ARRIVING AT ANY AGREEMENT WITH 
EL SALVADOR. HE ADDED THAT THE GOH WAS CURRENTLY TAKING 
STEPS TO REACH AN AGREEMENT AS SOON AS POSSIBLE. 

6. A LOCAL IDB SOURCE WAS ASKED BY ROCAP OFF TO COMMENT ON 
SAN MARTIN'S "PRESSURE" REFERENCE. HE REPLIED THAT ORTIZ MENA 
HAD TOLD THE HONDURAN MINISTER THAT THE IDB WOULD GIND IT MUCH 
EASIER TO APPROVE CAPITAL PROJECTS WHERE THERE IS INTEGRATION 
AMONG NEIGHBORING COUNTRIES. THE IDB SOURCE MADE PARTICULAR 
MENTION, IN THIS CONTEXT, OF THE EL CAJON HYDROELECTRIC 
PROJECT IN HONDURAS, NOW UNDER CONSIDERATION FOR IDB 
FINANCING. 

7. MEANWHILE, A PRESS REPORT FROM SAN SALVADOR AUGUST 29 QUOTED 
A REMARK BY PRESIDENT MOLINA ON THE "NOTABLE IMPROVEMENT IN 
THE EFFORTS TO NORMALIZE RELATIONS BETWEEN EL SALVADOR AND 
HONDURAS". 

8. COMMENT: THE "ECONOMIC PRESSURES" FELT BY HONDURAS, WOULD 
APPEAR ALSO TO INCLUDE: 
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A) THE RESTRICTION ON THE REGIONAL DEVELOPMENT BANK (CABEI) 

CAUSED BY THE FREEZE ON ITS CAPITALIZATION, FORCED BY 

EL SALVADOR; AND 

B) THE LACK OF TRADE WITH A TRADITIONALLY IMPORTANT 
TRADING PARTNER, EL SALVADOR. 

9. SIMILAR PRESSURES ALSO IMPACT ON EL SALVADOR, PLUS THE 
BLOCKAGE OF THE ROAD SOUTH, WHICH LIMITS HER ACCESS TO 
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NATURAL MARKETS IN NICARAGUA AND COSTA RICA. 

10. THE "PRESSURES" CITED BY SAN MARTIN AND THE "IMPROVEMENT" 
MENTIONED BY MOLINA CONTRAST WITH OTHER REPORTS (SEE E.G. TEGU 
3755) INDICATING THAT PROSPECTS FOR A SETTLEMENT ARE DIM. 

THUS, IT WOULD APPEAR THAT THE SUCCESS OF A PURELY BILATERAL 
PEACEMAKING SCHEME IS DOUBTFUL AT BEST. THE SITUATION LENDS 
ITSELF TO INCREASING CONCERN BY OTHER PARTIES (SUCH AS THE 
OAS, IDB. U.S. AND UN) WHOSE DEVELOPMENT EFFORTS AND 
EXPENDITURES IN THE AREA ARE TO SOME DEGREE OFFSET, IF NOT 
NEGATED, BY THE SEEMINGLY ENDLESS SEVEN-YEAR IMPASSE. 

1. ACTION REQUSTED: ROCAP WOULD APPRECIATE RECEIVING 
INFORMATION AS TO THE EXTENT SAN MARTIN IS ACCURATE IN HIS 
STATEMENT THAT THE IDB AND THE GOV WILL INSIST ON A REGIONAL 
INTEGRATION CONXINT IN THEIR FUTURE 

ASSISTANCE TO CENTRAL 
AMERICA. TRAGEN 
ANDREWS 
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